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Your ext r t&tC iy complement ive iaivoy of Co m»-aai s t CkiM i trade 
1* Asia c aaUia* tefo B a ai t toa of considerable itteract to our 
***de specialists. Your remarks an tbc of CMr-W» foreign 

bratd«« mm. 4. am the react Jwm of Asian businessmen to the economic 
4***m ©f China are particularly interesting. la general, however, we 
feel that fits report may exaggerate the magnitude at China » economic 
offensive. 

Fswe World. statistics place China# experts to Asia la i95>4 at 
Approximately $44© million. About 4© percent of these export*, hew- 
mmt, weat to Japan and Bung Kang. The eiae of China s experts to 
***** is alee inflated by a large portion of these exports to Hang hong 
which is subsequently reexported. China’s exports to the underde- 
veloped countries of Asia amounted to shout $15$ million in 1954. In 
195?. however, China’s exports to the under developed countries of 
Asia declined to approximately $i3© million. 

Recognising that Co m m unis t C hin a has been ^r^tding trade w ith 
***** countries at approximately the same rate as Japan, the levs! of 
Jap an e se trade In fee area in, however, far above that of <* £x« 

eluding exports to one another, Japan • exports to Aden countries 
& .mounted to about $96$ m ill io n in *954 end China's expert# to about 
$34d million. Japan’s imports were about $73© million whereas 
China's were shoot $140 million. Based on six-monHb. totals, i95d 
estimate* indicate a continued increase In both nations’ trade with the 
area, Moreover, where a significant 195# decline in trade with Japan 
i» indicat ed — Burma and India — general economic difficulties, 
rathe? t han Chinese competition alone have hem responsible for the 
trade contraction. 

Your report differs in several minor respects with ava i l a bl e 
fro® our sources. In almo st every case it tends to exaggerate the 
scale of Chinese activity. The statement that has opene d a 
swing account of 3© million pounds sterling for trade with Indones ia 
is a me in point. U is unlikely that the sum of all Chinese swing 
aee*«ai# with Free World countries amount to this wa^l . 
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GWa*’* trade offensive is s matter for serious concern t» the W«*t 
»at, for a variety of reasons it appears unlikely feat CMma s economic 
activities in Asia will expand as rapidly in the near future as in fee 
1954-56 period. China's energies and resources will continue to be 
devoted largely to internal economic development. Internal production 
capacity and consumption requirements as well as the present, con- 
siderable share China has in this trade would preclude the maintenance 
•f recent rates of growth in these markets except in isolated instances 
with selected products. Certainly, if China were conducting this trade 
at a lose, this would further restrict the prospect of growth. 


We are concerned, however, that the low prices of China s exports 
to Asia may not reflect n policy of dumping hut may, in fact, approxi- 
mate Chinese production costs, focreased acceptance of Chinese ex- 
ports in the face of present Western prices may lead to an increase in 
Chinese prices. The additional income thus made available *mght 
finance additional economic forays in the area. 


The chief interest of the overseas Chinese merchant in Southeast 
Asia continues to be, as in the past, the accumulation of wealth 
status The Free World ha* capitalised, and may continue to capitol a 
on this Interest at least as effectively as the Chinese Communists by 
doalisft directly with him in any commercial activity in the area. The 
only alternative would he to attempt to create and develop an indigenous 
daas cf traders in each Southeast Aslan country --a policy vhi a 
been sin gula rly unsuccessful in the past. 
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